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Above — A typica/ heavy duty industrial blast coil being manufactured at our 
Unifin Division in London, Ontario. These coils are for steam heating and drying in 
a pulp and paper mill and they stand pressures up to 400 pounds per square inch. 
Also above — Fabricating an air cooled heat exchanger at our Unifin Division. 


Upper Left — Q-dot heat reclaim system installed as part of our powder paint 
baking oven in Brantford. With this system, KeepRite puts back into use about 
60% of the heat which would otherwise have been /ost to the atmosphere. 


Lower Left — Welding in our Brantford plant is a clean, non-polluting operation 
and this modern set-up has increased our welding output per operator by three 
times. This machine can weld finned coils for room air conditioners at a rate of 350 
per hour. 
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Salaries, Wages & Employee Benefits 
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* At Year End 


TOE ens eet em $ 8,979,480. $ 
sfc We oe ce ecg UR $ 24,505,639. $ 18,034,503. 
1 A ie te ee ON No ARNE $ 8,056,329. $ 
ee a ete ee $ 1,750,000. $ 


Year Ended December 31 


1974 1973 
PASTS TEN ok UAL IN ce $ 43,290,044. $ 31,546,463. 
Bh ado Meal SR I aa an $ 2,272,193. $ 1,541,298. 
PP sina Alaa cb HL BE $ 1.156 $ .784 
ce a Os Ca ON rade, $ 548,447. $ 520,572. 
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7,111,700. 


6,588,738. 
2,000,000. 


Report of the Board of Directors 


To Our Shareholders: 


We are pleased to be able to report that 1974 
continued the unbroken series of years of growth 
and progress. Financial statements for the year 
and other comparative information are contained 
in this Annual Report. 


SALES AND INCOME 


Sales of $43,290,044. for the year 1974 were 
37.2% greater than in 1973. Net income of 
$2,272,193. represents an increase of 47.4% over 
net income in 1973. This is equivalent to $1.15 
per Class B and/or Class C share compared to 78c 
last year. 


The unprecedented rate of inflation in 1974 
had a marked effect on many aspects of our 
financial results. Approximately 50% of the sales 
dollar increase is the result of price inflation. 
However, cost savings resulting from the upgrad- 
ing of manufacturing facilities and methods in 
recent years, plus positive action on cost control, 
and close liaison with our suppliers and customers 
enabled us to maintain satisfactory profit margins 
despite accelerated costs of money, materials, 
services, wages, salaries and benefits. 


FINANCIAL POSITION 


Inventories were higher at year end. In 
addition to the need to support a greater sales 
volume, inventory values reflect the high rate of 
inflation experienced throughout 1974. A further 
factor was the need to maintain larger inventories 
to assure uninterrupted production in a year when 
shortages and delayed delivery of materials was a 
continuous problem. Inventory turnover was 
unchanged from 1973 at 4.0 times 1974 sales. 


Accounts Receivable were $10,815,101, on 
December 31, 1974, reflecting higher sales volume 
and inflation. 


Capital expenditures for fixed assets and 
tooling were $625,472. 


The financing of the real growth of your 
Company, combined with inflationary effects, 
required a significant increase in short term 
borrowing. Short term loans from our bank 
increased from $3,429,000. at the end of 1973 to 
$8,746,000. at December 31, 1974. This level of 
borrowing is amply secured by accounts receivable 
and inventory. Working capital increased by 
$1,467,592. and the ratio of current assets to 
current liabilities was 1.6 to 1. 
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Report of the Board of Directors — cont'd. 


Consistent with conservative practice, your 
Board has set aside from retained earnings a 
reserve of $100,000. to reflect an anticipated 
decline in inventory value of copper. 


Shareholders’ equity or net worth of your 
Company increased by 24.3% ($1,683,021.) over 
1973 after dividends of $548,447. (and income tax 
of $40,725. on undistributed income) and the 
retirement of $250,000. of the long-term debt. 


OUTLOOK 

As anticipated in our report a year ago, in- 
flation continued unabated in 1974. The majority 
of raw materials and components that we require 
were in short supply or on allocation. This 
necessitated continual adjustment of manufactur- 
ing schedules, material deliveries and inventory 
levels, all of which affected our operations. 


However, the demand for all of our products 
was strong throughout 1974. Major gains were 
made in offshore markets, particularly in the 
Middle East and Australia. Air conditioning and 
refrigeration markets were strong in Canada. 
Total industry sales of room air conditioners 
declined in the United States in 1974 but we were 
able to maintain our sales volume through 
increased market penetration. 


Our Unifin Division which manufactures 
industrial heat transfer equipment is heavily 
oriented toward the energy producing industries 
and operated close to capacity throughout 1974. 
This Division looks forward to a reasonably good 
year in 1975. 


We are apprehensive about the economic 
prospect in Canada, and indeed throughout the 
world in 1975. The many forces of inflation, 
economic recession, unemployment, instability of 
currencies, threats of war, and political un- 
certainty are a few of the many things which tend 
to obscure and jeopardize the future business 
scene. While we expect Canada to fare better than 
most nations, we think that our Country will 
continue to be plagued by inflation for some time 
to come. 


KeepRite like most manufacturing companies, 
can expect its progress in the immediate future to 
be influenced by all these factors. Therefore, while 
we are Starting 1975 in a strong position, we are 
watching developments in the business world 
closely and are endeavouring to keep our Company 
in a position to make quick and appropriate 
adjustments. For example, in our production of 
room air conditioners we operated on a two shift 
basis throughout 1974 and through the first five 


months of 1975. We anticipate, however, that we 
will be cutting back to a one shift basis in June 
this year, as we did in years prior to 1974, until 
the new model year requirements are known. 


While we will not maintain in 1975 the 
momentum of the past year, nevertheless, we 
view the long-term future of your Company with 
considerable optimism. The amount of installed 
air conditioning equipment in all parts of the 
world is still very low compared to potential 
which should assure a sustained growth in demand. 
Commercial and industrial refrigeration require- 
ments continue to grow with population, and 
changes in food merchandising methods. The 
replacement of out-moded and inefficient equip- 
ment also promises to become an ever increasing 
portion of this market. The oil supply and fuel 
cost situation has given a new impetus to the 
economical generation of electric power and 
conservation of energy. Your Company, through 
its Unifin Division, is. supplying equipment to 
meet the increasing demands of this industry. 


We continue to carry on aggressive 
engineering and marketing development programs 
to broaden our sales potential with new products 
and new markets for established products. Our 
industrial engineering efforts are also directed 
toward improvements in our manufacturing 
facilities and cost control. 


The excellent results of 1974 are a tribute to 
the combined efforts of the KeepRite “Team” of 
more than 700 people, who met the many 
operating challenges throughout the year. For 
this dedication and loyalty we are most thankful. 
We are also very grateful to our many loyal 
customers, our suppliers, and our shareholders for 
their confidence and support. 


We at KeepRite are confident that we can 
meet the challenge of the future and continue to 
contribute to the welfare of our shareholders, our 
customers; our people, our industry. our 
community and our Country. 


On behalf of the Board of Directors 


J. GORDON McMILLEN, 
Chairman of the Board and 
Chief Executive Officer. 


F. STEWART BROWN, 
President and 
Chief Operating Officer. 


April 4, 1975. 


Statement of Income 


SALES .. a eee cee Pa hee 


Cost of sales, selling, administrative and other 
expenses, exclusive of the items listed below 


eee OCI ee ee ee a es 


Interest on long term debt 
Net income for the year before taxes on income ___ 


Taxes on income ee 
NET INCOME FOR THE YEAR 


Basic earnings per share — Class B and/or Class C 


Statement of Retained Earnings 


Balance — beginning of year 


Add: Net income for the year ep: ye VARA LED 


Deduct: Appropriation to reserve for anticipated 


decline in inventory values (Note 4) z 100,000. 


Deduct: 
— Income tax paid on portion of 1971 
undistributed income on hand to create 
tax paid surplus of $230,775. 


— Dividends declared 


e on Class C shares (from tax-paid surplus) 
(1974 — 25.5c per share; 1973 — 23.8c) 


e on Class B shares 
(1974 — 30c per share; 1973 — 28c) 


e on Common shares 
Total Dividends 


—Write off cost of several small investments 
not deemed significant as assets of the company 


Balance — end of year 


* 1974 balance includes $591. tax-paid surplus (1973 — $2,295.) 


Year ended December 31st 


1974 


..... $ 43,290,044, 


38,462,414. 
639,044. 
257,456 


$ 39,358,914. 


3,931,130. 
1,658,937. 


. § 2,272,193. 


-$ 1.156 


1973 
$ 31,546,463. 
28,268,292. 


416,151. 
212,142. 


$ 28,896,585. 


2,649,878. 
1,108,580. 


$ 1,541,298. 


$ .784. 


Year ended December 3i1st 


1974 


. $ 6,919,114. 


2,172,193. 


9,091,307. 


40,725. 


232,479. 


315,968. 


: 548,447. 


*$ 8,502,135. 


1973 


$ 5,931,388. 
1,541,298. 


7,472,686. 


30,000. 


167,705. 


352,867. 


520,572. 


3,000. 


$ 6,919,114. 


Keepkite 
Balance Sheet as aft 


(with comparati 


Assets 
1974 1973 
CURRENT ASSETS: 
Cashion hand: and, in-bank Ae. ee ee eee $ 134,721. $ 272,847. 
Accounts receivable after allowance for doubtful accounts 2.000.000.0000... 10,815,101. LZ Oo2 
Inventories: valued atilower of cost:or market\2. ee 10,823,011. 1.8L TIS: 
Prepaid: expenses: :-sesypere tert oes ea 104,436. 50,408. 
Total Current® Assets 2.5 9a. topo ere eee, ee 21,877,269. 15,392,562. 
FIXED ASSETS: 
Land, buildings and equipmential cost. ....05545. 2. 5,241,518. 4,924,182. 
Eess?: Accumulatedidepreciations sar se, 2,613,148. 2,282,241. 
2,628,370. 2,641,941. 
Signed on behalf of the Board: 
J. GORDON McMILLEN, Director 
F. STEWART BROWN, Director 
$ 24,505,639. $ 18,034,503. 


Auditors’ Report 


To the Shareholders, 
KeepRite Products Limited: 


We have examined the balance sheet of KeepRite Products Limited, as at 
December 31, 1974, and the statements of income, retained earnings and source and 
application of funds for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position 
of the company, as at December 31, 1974, and the results of its operations and the 
source and application of its funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 


Brantford, Ontario MILLARD, ROUSE AND ROSEBRUGH 
March 5, 1975 Chartered Accountants 


Yecember 31, 1974 


ures for 1973) 


Liabilities 
1974 1973 

CURRENT LIABILITIES: 
IBAniKel Oa ll s(SCCULCC am Sherataty 2 iy teen Sch WR COMER AUT dele he eee $ 8,746,000. $ 3,429,000. 
PACcCOUntS pa ya plesand. accrued) lia DINITIES, Wi WL aa sees ae p nents sath ec 3,591,983. 4,330,644. 
Salaries, wages and commissions payable and payroll deductions 

to be remitted from employees’ compensation 658,020. 503,671. 
ENCOMICHLAKESE DAV A DIO WNmr ae ce partie. rehire Lend ora ee) | 574,937. 290,509. 
Cumentimaturity onilong term debt (Note:2)) i hore eases 250,000. 250,000. 
WNOta lS Cureents ta OltiCS MeN te ee ee eet ah ee VEN ae ee! 13,820,940. 8,803,824. 
DEEBERREDINCOME TAXES (Notes!) oii ibc econo ee 317,025. 296,026. 
LONG TERM DEBT: 
IDebentiiressccured moan (INGLE ED i hee ete te LN EU IIIO Ce SNA 3 1,750,000. 2,000,000. 


Shareholders’ Equity 


CAPITAL: (Note 3) 


Class B participating shares 
without par value 
Authorized: 2,500,000 shares 


Issued 41036986 shares (atiDecember'31 1974) ee ate 8,201 8,321 


Class C participating shares 
without par value 
Authorized: 2,500,000 shares 


ISsiied #92) oo S1SMares (at, December G1 1974 ee eee ies 7,338 P28 
Common shares 


without par value 
Authorized: 1,000 shares 


USSG ABIES are, Ree gMmOD, 16 ce bane 110) ar TORT AL UR NP — wut 
15,539 15,539 
RETAINED EARNINGS ....... COPE peu et oon amr ae ee srbdUlsesely all 8,502,135. 6,919,114. 
RESERVE FOR ANTICIPATED DECLINE 
INSINY ENTORY VALUES (CNOLe ae ING aul MMMM Gaia 100,000. — 
8,617,674. 6,934,653. 


$ 24,505,639. $ 18,034,503. 
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Notes to Financial Statements 


NOTE 1: ACCOUNTING POLICIES 


(a) 


(b) 


Inventories are valued at the lower of cost or market, with cost being deter- 
mined substantially on a first in, first out basis. 


Fixed assets are stated at acquisition costs. Depreciation is provided on a 
declining balance basis, generally using rates of 5% for buildings and 20% 
for machinery and other equipment. Expenditure for dies, moulds and other 
toolage is depreciated 100% in the year- of acquisition and the value is not 
included in asset values. 


(c) All research and development costs, including costs of developing new products, 


(d) 


changing existing products and pre-production costs, are expensed when 
incurred. 


Deferred income taxes represent the accumulated amounts of tax deferred in 
current and prior years through claiming for tax purposes capital cost allow- 
ance in excess of depreciation recorded in the accounts. 


NOTE 2: LONG TERM DEBT 


The company entered into an agreement dated July 18, 1972, with a Canadian 
bank for a long term loan in the amount of $2,500,000, bearing interest at the 
bank’s minimum commercial lending rate, plus 114% per annum, amended to 
1% in 1974 (December 31, 1974 — 12% and December 31, 1973 —1034%). 
This loan is secured by a first mortgage on the fixed assets and a first floating 
charge on all other property and assets of the company and is repayable in 
equal annual instalments of $250,000 on September 30 in each year until 
September 30, 1979, on which date the balance outstanding is payable in full. 


NOTE 3: CAPITAL 


The Class B shares and Class C shares are fully inter-convertible at the option 
of the holder at any time. The shares outstanding at the respective year ends 
are summarized in the table below. 


As at As at 
December 31, 1974 December 31, 1973 
Shares Amount Shares Amount 
Class B shares 1,036,986 8,201 1,052,198 $321 
Class C shares 927,895 7,338 912,683 7,218 
Common shares Nil Nil Nil Nil 
1,964,881 15,539 1,964,881 15,539 


NOTE 4: RESERVE FOR ANTICIPATED DECLINE IN INVENTORY 


VALUES 


Recognizing the uncertainties in the copper market, and the fact that supplier 
prices were reduced in early January and early February, the Board has set 
aside from retained earnings a reserve to reflect the anticipated decline in 
inventory values. 


NOTE 5: DIRECTORS’ AND OFFICERS’ REMUNERATION 


The aggregate direct remuneration paid or payable by the company to the 
directors and senior officers as defined by the Business Corporations Act was 
$448,435. for 12 people for the year ending December 31, 1974. 


Statement of Source and Application of Funds 


Year ended December 31st 


pbk 1973 

SOURCE OF FUNDS: 
ING tMIICOMerT OM Opera lions. gry tence me ins) mune eM al) baal) $ 2,272,193. $ 1,541,298. 
Depreciation charged to operations... Ded i A ot OK) eee ie tagn AR 639,044. 416,151. 
Total funds provided from operations ........... Sos es RA actA sae le eb Ny 2,911,237. 1,957,449. 
Pie reaSCrin dcleLred a inCOMOC ula XeS teat ee en care oe oh ea 20,999. 188,370. 

$ 2,932,236. $ 2,145,819. 
APPLICATION OF FUNDS: 
Income tax paid on portion of 1971 undistributed income on hand .......... 40,725. 30,000. 
PI eNOSmd ec lared (aNd \aIC Wo mn sme pe eee tad 6 cla Olle it mena 548,447. S207 2) 
Fe PROCASSELS BOURCIASEC mt Na eet neta cl Dooce ae 625,472. 5255929. 
ered SC MrmON ene lis CE Die creer alee Bilt. os irs kbc ilo cee a 250,000. 250,000. 
PRICECASO ML WOIkanOLCa Dita mem rmire mel cl Saori raga uh canes 1,467,592. 819,322. 

$ 2,932,236. $ 2,145,819. 


Ten Year Summary of Financial Highlights 


OPERATIONS: (In thousands of dollars) 
1974 1973 1972 1971 1970 1969 1968 1967 1966 1965 


Net Sa lesa tau. wees ca $43,290 $31,546 $26,866 $22,798 $22,444 $18,855 $15,198 $11,688 $9,690 $9,128 
Income before 

Income Taxes .............. S OSIM 2,650.1 2.150 2,262 les 5once 039 9.260 913 627 | 609 
Income 1laxes 24...000:): G59) ol LO9S e881) id 142 918 853 656 466 316 307 
Net Income 

ALtCEM TAXES J26.-..::86 05.3 22720 Wiss4ie 462 13120 837 786 604 447.311 302 
BALANCE SHEET: (In thousands of dollars) 
Working Capital SOSO MG 250M. 69) 328241) 952590. (9.334) | 22891) 25147 1 206;50.072 
Fixed Assets — net 

Diterdepreciavionawm mm. 026 mle? 6420.55.) | P9447! 11958 9339 1232 UATE 184. 1119 
Yearly Depreciation 

Provided i, mys 639 416 479 365 362 336 259 179 169 216 


Annual Investment 
Fixed Assets and 


BigOiaCe mee eek! | 625 S20mmel.067 352 980 443 320 166 234 #716 
Siarenolders: Eaquitye:. 7m 8.013 950,954005,947, - 4,899 “4085. 93,536; .-2:971 2,533. 2,089 1,783 
*EARNINGS PER SHARE 
Class B and/or C oe USUISON yO 4emmers.4c, | 57:0c | 42.6c" (400c". 930.8)  22.8c 15.8c, | 15.4c 


* Adjusted to reflect reclassification of share capital in 1967, the three for one subdivision of 
shares on May 1, 1969, and capital reorganization of August 23, 1972. 


NET SALES NET INCOME AFTER TAXES 
5 YEAR PERIOD (IN MILLIONS) 5 5 YEAR PERIOD (IN THOUSANDS) 


1970 1971 1972 1973 1974 1970 1971 1972 1973 1974 


SHAREHOLDERS’ EQUITY 


5 YEAR PERIOD (IN THOUSANDS) 
NEW INVESTMENT 0 


In Fixed Assets & Toolage 
— To help present and future growth 


5 YEAR PERIOD (IN THOUSANDS) 


1970019715 1972) 1973 1973 1974 


eephi @ |... Some of the people who guide our operations. 


CORPORATE MANAGEMENT 


J. GORDON McMILLEN F. STEWART BROWN IRVIN M. BODINE JOHN J. BLACK MRS. ETHEL L. MASON CLARENCE H. WALLACE HAROLD D. BOWERMAN 
Chairman of the President and Executive Vice President Vice President Assistant Corporate Corporate 
Board and Chief Chief Operating Commercial and Secretary- Secretary- Treasurer Controller Credit Manager 
Executive Officer Officer Development Treasurer 
BRANTFORD DIVISION LONDON DIVISION (Unifin) 
OPERATING MANAGEMENT OPERATING MANAGEMENT 
JOHN C: CLAWSIE GERALD T. FENWICK 
Vice President — General 
Manufacturing Manager 


WILLIAM McGILVRAY 
Manufacturing 
Manager 


WILLIAM L. SCHROER 
Engineering 
Manager 


JULIEN J. HEROUX 
Sales Manager — 
Commercial Products 


GEORGE E. LILL 
Sales 
Manager 


A. ROSS GEDGE 
Accounting 
Manager 


FRANK ORESKOVICK 
Chief Engineer — 
Commercial Products 


JAMES C. RICHARDSON 
Engineering 
Manager 


J. THOMAS McMILLEN 
Sales Manager — 
Room Air Conditioners 


ARCHIBALD |. LAMB 
Export 
Sales Manager 


ROY R. BENNETT 
Manufacturing 
Manager 


H. ROBERT MUSSON 
Sales Manager — 
Export 


LORNE J. CLANCY 
General 
Purchasing Agent 


KEEPRITE PRODUCTS LIMITED 
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